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CHARTERED

hueo CITY OF FAIRMONT

L El
297 E's CITY/COUNTY COMI'LEX
j% P.O. Box 1428
o Q\ 200 Jackson Street
"""""""" \" Fatemuont, West Virginia 26555-1428

{304} 366-6211
[304) 366-0228 FAX
www fairmontwy. gov

May 28, 2014

Debbie A. Browning

West Virginia Development Office

West Virginia Municipal Home Rule Pilot Program
State Capitol Complex Bldg. 6, Room 553
Charleston, WV 25305-0311

Re: City of Fairmont’s Municipal Home Rule Application and Written Plan
Dear Members of the Municipal Home Rule Board:

On behalf of the Mayor and City Council for the City of Fairmont I am pleased to submit to the Municipal
Home Rule Board for consideration the City of Fairmont’s Application to the Home Rule Phase II Pilot
Program along with the accompanying Written Plan.

Under this cover, please find eight (8) original copies of the application along with supporting documents.
An electronic copy of the plan has also been submitted to Debbie Browning at the West Virginia
Development Office.

Chartered in 1899, Fairmont is a Class Il municipality and serves as the County Seat of Marion County.
Located in the heart of the I-79 Technology Corridor, Fairmont encompasses approximately 9 square miles
with a population of 18,704 people, 8,133 households and 4,424 families residing in the City according to
the 2010 Census.

The City of Fairmont operates under the Council-Manager form of government with members of Council
elected from nine districts on a rotating basis every four years. The Council elects a Mayor from its
membership every two years. Daily operations are overseen by the City Manager, who along with
Department Heads in Building Inspection, Finance, Fire, Planning, Police, Public Works and Utilities
manage approximately 185 employees in providing a full range of services to the businesses and residents
of Fairmont.

With an economic base rooted in manufacturing and mineral extraction, Fairmont has embraced economic
diversification through the technology and service sectors and seeks further economic growth through the
development of its riverfront and the revitalization of its City Center and former industrial areas.

The City of Fairmont looks forward to participating in Phase 11 of the municipal Home Rule Pilot Program.
Should you have any questions regarding our application or written plan, please do not hesitate to contact
me.

Ve ' Yours,

City Manager



The City of Fairmont Home Rule Plan

Municipal Home Rule Pilot Program Phase II

APPLICATION CHECKLIST
SECTIONI: APPLICANT INFORMATION
Page No.
3 General Information
3 Municipal Classification
34 Specific Issue{s) to be Addressed
3 Issue(s) Category: Tax/Organization/Administrative/Personnel/Other
SECTION II: NARRATIVE
Page No.
3-4; 7; 21; | Specific state laws, policies, acts, resolutions, rules or regulations that
43, 54. are preventing the municipality to carry out duties in the most cost
effective, efficient, and timely manner.
7-8; 21-23; | Specific problem(s) created by the laws, policies, acts, resolutions,
43-45; rules or regulations.
54-55.
8-20; 23-42; | Proposed solution(s) to the perceived problem(s), inciuding all
45-53; proposed changes to law, policies, acts, resolutions, rules or
55-60. regulations. Categorize and include:

1) Proposed solution(s) in one of the five areas
(tax/administrative/organization/ personnel/other)

2) If revenue related, estimate(s) for proposed solution(s) and how
the fiscal impact was determined. Example: Estimated reduction
of administrative time and costs = X. Please attach the worksheet
or formula used to determine "X" amount.

SECTION III: AFFIDAVITS
Page No.
61 Hearing Mandate Verification
80 Publication Mandate Verification
81 Ordinance Authorizing Submission of Plan
18-20; 40-42; | Fiscal Impact Worksheets/Formulas (if revenue related)
51-51; 58-60.
85 Attorney Opinion (application complies with statutory requirements)
87 State of West Virginia Fees Statement (none outstanding)




THE CITY OF FAIRMNT MUNIICPAL HOME RULE PLAN
SECTION I: APPLICANT INFORMATION

A. General Information

Name of Municipality: City of Fairmont
Certifying Official: John I. Rogers, 111
Title: City Manager
Contact Person: John I. Rogers, 111
Title: City Manager
Mailing Address: 200 Jackson Street, Room 305,
P.O. Box 1428

Fairmont, WV 26554-1428
Telephone Number of Contact Person: 304-366-6211 ext. 308
Fax Number of Contact Person: 304-366-0228

E-mail Address of Contact Person: jrogers@fairmontwy.gov

B. Municipal Classification

_ Class1 _ X Classlt _ Class I ~ Class 1V

C. Category of Issues to be addressed:

_X__ Tax _ Organization ~X__Administration ___Personnel

1. Expanded Business and Occupation Tax Credits (Tax) - The City of Fairmont desires via
its proposed Home Rule Plan to expand its business and occupation tax credits to provide for
credits which are unrelated to new and/or expanding businesses and which are not otherwise
constrained by the provisions of West Virginia Code §8-13-5(f) and §11-13C-1 et seq. The City
of Fairmont via its proposed Home Rule Plan desires to offer credits against B & O Taxes for:

1. Re-occupancy of vacant or dilapidated structures

2. Longevity of business operations;

3. Rehabilitation and preservation of contributing historic structures in the City’s
Downtown Historic District.

In addition, the City desires to expand the definition of “qualified investment” for purposes of its
existing business expansion tax credit, to include “payroll costs” associated with new and
additional jobs, in addition to “property purchased for expansion.”

2.Imposition of a Sales & Use Tax (Tax) - The City of Fairmont, pursuant to the provisions of
West Virginia Code §8-1-5a (k)(6), desires via its proposed Home Rule Plan to enact a consumers




sales and use tax in an effort to, among others, finance unfunded liabilities and current pay as you
go costs of the Fairmont Firemen’s Pension and Relief Fund and the Fairmont Policemen’s Pension
and Relief Fund and to finance the City’s program to demolish blighted and dilapidated properties.

The imposition of the proposed 1% sales and use tax is anticipated to produce income net of
business and occupation tax reductions of approximately $909,000.00 per year.

3.Relief from the Provisions of West Virginia Code §8A-7-10(c) and (d) (Administration) - The
City wants to eliminate the effects of the aforementioned provisions of the West Virginia Code
and to provide that such uses are defined as non-conforming uses under the City of Fairmont
current Planning and Zoning Code and therefore must follow a prescribed process in order to
expand or relocate. Classifying these as non-conforming uses, if they are in fact within an area
designated contrary to the use proposed, would allow equal protection to occur to non-industrial,
non-manufacturing, and non-agricultural uses. It will also allow local regulations, which are
designed to protect adjacent neighbors and the public health, safety and welfare, to be enforced.

4.Disposition of City Real Property (Administration) - The City of Fairmont seeks relief from
the notice and public auction requirements of West Virginia Code §8-12-18(b) for City owned

real property with a value of up to $15,000.00 relative to non-conforming and substandard lots,
fragments of lots, and parts of lots, the market for which is virtually non-existent. The number
of these parcels have increased and will continue to increase due to the City’s ongoing efforts to
remove blighted, vacant and dilapidated structures. Notwithstanding that the value of the lot may
exceed $1,000.00, the cost associated with the notice and public auction requirements often exceed
the value of the lot. The provisions of West Virginia Code §8-11-3(6) and §2.12(6) of the City
Charter, which require that any sale or conveyance of City owned real estate must be authorized
by Council by ordinance, will continue to provide adequate public notice of any such sale.




THE CITY OF FAIRMONT MUNICIPAL HOME RULE PLAN

SECTION II. WRITTEN PLAN NARRATIVE

Introduction

Like many West Virginia municipalities, the City of Fairmont finds itself trapped by the workings
of Dillon’s Rule in its day to day operations. With no freedom to develop creative solutions for
Job creation, vacant & blighted properties and long term liabilities, the City of Fairmont seeks to
break away from the bindings of the Municipal Code of West Virginia and become a Home Rule
City under Phase II of the Municipal Home Rule Pilot Program.

The City of Fairmont has experienced a decline caused by chronic long-term economic dislocation
and the loss of high wage manufacturing and mineral extraction jobs over several decades in the
last century. The decline is particularly apparent in the oldest areas of Fairmont, including the
Downtown Historic District, former industrial areas of the city and many of the original residential
neighborhoods of Fairmont. This economic decline has resulted in population loss, slow job
growth and reduced property maintenance, resulting in an increased number of vacant and
dilapidated properties.

Several steps have been taken by the City to reverse this trend through a series of planning
initiatives such as the Downtown Revitalization Plan, the Riverfront Master Plan and the Urban
Renewal Plan. A 10-year development program has been established that envisions a more vibrant
community where commercial, office, residential, cultural, recreation and institutional uses
coexist.

Strong partnerships have been formed to package real estate and infrastructure projects, solicit
private investment, and when necessary, structure the financing plans necessary to accomplish the
proposed improvements.

Sound planning and analysis has led Fairmont to the brink of a true renaissance. The City finds
that many of the existing provisions of WV Code § 8-1-1 et seq. prevent and discourage the needed
innovative approaches to accomplish the goals of Fairmont to reduce and eliminate vacant and
dilapidated properties, encourage job growth and stabilize long term liabilities.

The City of Fairmont is seeking acceptance into Phase 11 of the Municipal Home Rule Pilot
Program to accomplish our goals by gaining the ability to transfer property without public auction
and to provide for additional B&O Tax credits. These additional credits will aid in the reduction
of vacant and dilapidated structures and will provide for the improvement and preservation of the
Downtown Historic District, as well as incentivize businesses to locate, stay and grow in Fairmont.
Additionally, the City proposes to utilize Home Rule to regulate land uses locally to redevelop
former industrial areas of the city and through the implementation of a municipal sales & use tax,
the City of Fairmont finds a means to stabilize the long term liabilities of the fire and police pension
funds.



As the City’s Written Plan demonstrates, great thought has been taken to fully utilize the powers
of municipal home rule to address the impediments to Fairmont’s renaissance.



THE CITY OF FAIRMONT MUNICIPAL HOME RULE PLAN

SECTION II WRITTEN NARRATIVE

PROPOSAL 1. EXPANDED BUSINESS AND OCCUPATION TAX CREDITS (Tax)
Specific state laws, policies, rules or regulations

West Virginia Code §8-13-5(f) and West Virginia Code §11-13C-1, et seq.

Problem: The provisions of West Virginia Code §8-13-5 provide municipalities with the power
and autherity to impose, by ordinance, a similar business and occupation tax on business activities
or occupations for which the State of West Virginia imposed its annual business and occupation
or privilege tax under West Virginia Code §11-13-1 et seq., prior to July 1, 1987.

As part of said taxing power, a municipality is provided with the authority to offer tax credits;
however, such authority is constrained by the provisions of West Virginia Code §8-13-5(f), which
provide that “[wlhere the governing body of a municipality imposes a tax authorized by this
section, such governing body shall have the authority to offer tax credits from such tax as
incentives for new and expanding businesses located within the corporate limits of the
municipality.”

Given that municipalities may only exercise the power and authority conferred by statute or
reasonably implied or fairly incidental thereto, (WVC 8-1-6; McAllister v. Nelson 186 W.Va. 131;
411 S.E.2d 456, 1991; and Hock v City of Morgantown 162 W.Va. 853; 253 S.E.2d 386, 1979),
and in light of the limiting language contained in West Virginia Code §8-13-5(f), municipalities
that impose a business and occupation tax may only offer credits from tax for business investment
and job expansion similar to and consistent with those found in West Virginia Code §11-13C-1, et
seq. Business Investment and Job Expansion Tax Credits.

Pursuant to the aforementioned authority, the City of Fairmont enacted Ordinance No. 742 on
April 14, 1987 in order to impose a business and occupation tax within the corporate limits, which
ordinance is codified as Article 761 Business and Occupation Tax of the Fairmont City Code. As
part of the City of Fairmont’s tax code, tax credits for new and expanding business predicated
upon job creation and qualified investment consistent with §8-13-5(f) and §11-13C-1, et seq., were
offered. Initially, the credits were only offered to industrial and manufacturing taxpayers,
however, as the City’s industrial and manufacturing base eroded in the latter part of the 20™ century
and in an effort to attract new and keep existing businesses, the City of Fairmont, by ordinance,
made the credits available to virtually all classes of taxpayers, including the service and retail
sectors.

Notwithstanding the City’s efforts to expand the available credit universally to all classes of
taxpayers, as mandated by §8-13-5(f) and §11-13C-1, et seq., the credit was/is still measured by
the dollar amount of the qualified investment and the number of jobs created within the corporate
limits.



The City of Fairmont has experienced a decline similar to that suffered by many West Virginia
communities caused by chronic long-term economic dislocation and the loss of high wage
manufacturing jobs over several decades in the last century, which decline is particularly apparent
in the oldest areas of the City of Fairmont, including, but not limited to the City’s downtown
historic center, its former industrial areas, and many of its original residential neighborhoods:.
Particularly in the areas aforementioned, the economic decline has resulted in a loss of population,
reduced property maintenance, and in some instances vacant, abandoned and/or dilapidated
structures.

The City of Fairmont, in conjunction with other governmental entities and the private sector, has
made considerable efforts to diversify its economy into technology and service based industries in
order to avoid the boom/bust economy associated with its former economic base, and the City of
Fairmont, in conjunction with other governmental entities and the private sector, has made a
considerable effort to revitalize the areas aforementioned.

Despite the numerous improvement projects, the goals of economic stability and revitalization and
renewal of the City of Fairmont have only been partially realized, and the lack of jobs, reduced
business opportunities, and vacant, abandoned and dilapidated structures continue to plague the
City of Fairmont and result in the expenditure of valuable public resources and reduced property
values.

The provisions of West Virginia Code §8-13-5(f) and §11-13C-1 et seq., stand as an impediment
to the City’s goals of revitalization and economic stability.

Solution: In an effort to further the goal of revitalization and stabilization, the City of Fairmont
desires to provide for different and additional tax credits which are unrelated to new and/or
expanding business, and which are not otherwise constrained by the limitations imposed by the
provisions of by §8-13-5(f) and §11-13C-1 et seq..

In an effort to further the goals of revitalization and economic stability, the City desires, via its
proposed Home Rule Plan, to offer tax credits for:

1. Re-occupancy of vacant or dilapidated structures -Vacant and dilapidated structures are
inimical to the public health, safety and morals of the City, result in decreased property
values and require increased expenditures of public
funds. In order to encourage the re-occupancy of
vacant structures and dilapidated structures within
the City, and thereby provide for the elimination of :
said problem, the City of Fairmont proposes to . n l w n i
provide a tax credit against the business and ?H AL 1
occupation tax for the re-occupancy of vacant
structures and dilapidated structures within the City = +1=
limits. The allowable credit will be measured as a
percentage of the annual tax liability generated
from the re-occupied structure.

3 3 e ————

Photo 1: Fairmont Tire Center — Vacant
building in downtown Fairmont



2. Longevity of business operations- In order to encourage
longevity of business operations, the City of Fairmont
proposes to provide taxpayers a credit against the business
and occupation tax for businesses which meet certain
anniversary milestones for continuous operation in the
corporate limits of the City. The allowable credit will be
measured as a percentage of the number of years the business
remains in operation in the City of Fairmont up to 100 years
and 100% of the tax liability for the 100" year.

ll-
Photo 2: Friendly Furniture — 35 years
in operation

3. Rehabilitation and preservation of contributing historic structures in the City’s Downtown
Historic_District- In order to encourage rehabilitation and
preservation of contributing historic structures in the City’s
Downtown Historic District, the City of Fairmont proposes to
provide a tax credit to taxpayers against business and
occupation tax liability relative to improvements made by a
taxpayer for the rehabilitation and preservation of a
contributing structure within the City’s Downtown Historic
District. The allowable credit will be measured by the costs
of improvements.

Photo 3: Masonic Temple Building -
National Historic Register 1995

4. Payroll taxes as “qualified investment™ -In addition, the City also desires, via its proposed
Home Rule Plan, to expand the definition of “qualified investment” for purposes of its

existing business expansion tax credit to include “payroll costs” associated with the
creation of new and additional jobs, in addition to “property purchased for expansion.”
The expanded definition of “qualified investment” will be inconsistent with the
corresponding definitions found in West Virginia Code §11-13C-1, et seq.

The following illustrations are supportive of the City’s proposal to expand its business and
occupation tax credits and demonstrate the potential fiscal impact on the City’s revenues.

Hllustration A. Analysis of B & O Tax Credit for Re-occupancy Rental Property
llustration B. Fairmont Downtown Historic District Map

Hllustration C. Fairmont Downtown Historic District List of Contributing Structures Occupied
by Business
Hlustration D. Fairmont Downtown Historic District List of Contributing Structures Unoccupied

Hllustration E. Example of Historic District Tax Credit applied to a Qualifying Structure



Hlustration F. Example of Tax Credit Due to Increased Payroll Costs as Sole Qualifying
Investment.

The proposed enlarged and expanded tax credits will bear a real and substantial relationship to the
legitimate government objectives of revitalization and renewal of the City of Fairmont; the
elimination of blighted and dilapidated structures; job creation; diversification of the City’s
economy in an effort to avoid the boom/bust economy associated with its former manufacturing
and industrial base; and the preservation of historic structures, among others

The proposed tax credits are uniform and equal within the various classifications to be created and
the classifications bear some real and substantial relationship to the aforementioned government
objectives sought to be accomplished. United Fuel Gas Company v. Battle, 167 SE 2d. 890
(W.Va. 1969); Town of Burnsville v. Cline, 188 W.Va. 510, 425 S.E.2d 186 (1992).



City of Fairmont lllustration A
Example of B&O Tax Credit for Reoccupancy of Rental Property
Home Rule Application

Commercial Class IV

Assessed Value= $ 20,000.00 State $ 2.94 1.00%
2013 County Rate = 0.024532 County $ 64.68 22.00%
2013 Municipal Layer = 0.0050 School 3 211.68 72.00%
2013 County Tax Due= $ 294.00 Excess Levy 3 14.70 5.00%
2013 City Tax Due= § 60.00 S 294.00 100.00%
Municipal 5 60.00
Total Property Tax Due: $ 354,00
Improvements:
$ 60,000.00
2013 Add’l County Tax Due= § 883.00
2013 Add’I City Tax Due = § 180.00 B&O Tax Reported: at $1.00
Total Add'l Property Tax Due: $ 1,063.00 FY14 S 3,600.00 $ 36.00
(Rents of $300 per month)
Incremental Increase in ad valorem:
$ 60,000.00 FY15 [ 8,40000 $§ 84.00
2013 Add’l County Tax Due= $ 883.00 Increased Rents:
2013 Add’l City Tax Due= § 180.00 {Rents of $700 per month)
Total Add'l Property Tax Due: $ 1,063.00
B&O Tax Credits on $60,000 improvemenis on Raze and Repair:
at $1.00 per $100 Year One: $ 84.00 100%
Year Two: § 42.00 50%
Year Three: § 42.00 50%
Year Four: $ 42.00 50%
Year Five:
Year Six;
Year Seven:
Year Eight:
Year Nine:
Year Ten:

5 210.00

11
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FAIRMONT DOWNTOWN HISTORIC DISTRICT

CONTRIBUTING STRUCTURES OCCUPIED BY BUSINESSES
FEBRUARY 3, 2014

lllustration C

CONTRIBUTING STRUCTURE BUSINESS
NUMBER NAME ADDRESS NAME
2 221 Fairmont Ave, Main Street Shops
221 Fairmont Ave, D&R Rentals
3 219 Fairmont Ave Steve Perrottt Rentals
9 201 Fairmont Ave ALL PRO LLC
10 117 Fairmont Ave HE&K REAL ESTATE
21 Crawford Building 87-89 Fairmont Ave Aspire Unigueness
Noteworthy Sweets
22 Traction Freight House 504 First St/?101 Fairmont Ave Mi Pueblo
25 Professional Building 307-311 Cleveland Ave Petrucei Brothers-rents
Pitrolo & Assoc CPA
New U Hair Supply
SS Photography
Woest Side Trading Post
46 Sample Building 221 Monroe 5t Sansalone & Sansalone
a7 Deveny Building 223 Monroe St (132 Adams 5t) Higinbotham & Higinbotham
Compton Assoc, PLLC
48 Fleming Building 222 Monroe St (200 Adams St) C&A Enterprises
Charlie Anderson Attorney
52 Washington St Hodges & Riffle
55 219-221 Jefferson 5t Vanessa Rodriguez Law Office
56 Haymond Building 225-229 Jefferson St Whiteman, Burdette PLLC
Kristine Burdette
Frances Whiteman
57 Comerford Building 234 Adams 5t-236 Adams Classics Café
A H Properties, rentals
58 Fleming Building 226-230 Adams St Minards Bail Bonding
Bill's Bail Bonds
60 McCrory Building 218 Adams 5t Dollar General
Harvey Havlichek
61 T.F. Hall Building 214 Adams 5t {216 Adams St) ? Watsons Coins
62 Adams Office Building 210-212 Adams St Adams Office Supply
Hamner Psychological Svcs
63 208 Adams 5t Fashion Scene
208 1/2 Adams 5t Big Guys Advertising
Scott A. Shough
H 5 Property, rentals
65 Security Bank Building 209 Adams St Gary Martino, Atty
68 Watson Building 301 Adams St WesBanco Bank, Inc.
Rose Padden & Petty
David B DeMoss
Susan McLaughlin
Marcy R Carroll
Erik K Wildman
Heidi Georgi Sturm
Tharp Liotta & Yocum
Stanton Law Firm
70 Slock's Club 323 1/2 Adams St FireHouse Café
7 Holt-Rowe Building/Alfie's 325 Adams 5t (327 Adams St) Paul Belczyk-GRK Dev?
77 Murphy's Building 310-320 Adams 5t {320 Adams 5t} Veteran's Square ll-McCabe

13



FAIRMONT DOWNTOWN HISTORIC DISTRICT Nlustration C
CONTRIBUTING STRUCTURES OCCUPIED BY BUSINESSES

FEBRUARY 3, 2014
CONTRIBUTING STRUCTURE | BUSINESS
NUMBER NAME ADDRESS NAME
79 306 Adams 5t TG' Lounge and Café
80 Christie's Drugs/Hartley's 300-302 Adams St Law Office of CM Wilson
Seseen Francis-Rental
81 Elks Club 421 Adams St (419 Adams St) Adams Charitable
88 Armory 8 Locust Ave Wayne's Body Shop
90 Rhea Terrace Apartments 11-15 Locust Ave APF Corporation-rentals
108 Frey Funeral Home 320 Madison 5t Frey Funeral Home
117 Jacob-Hutchinson Block & Jacobs Building 201-207 Adams St & 312-316 Monroe St Friendly Furniture
201 Adams St D J Energy Resoures Inc
120 Hennen Building 120 Adams 5t {118 Adams 5t) McCabe Land Co
127 310 Adams St Ron L Tucker

55 businesses located in historical structures averaging $2,043.29 in annual Business & Occupation Tax payments

14



FAIRMONT DOWNTOWN HISTORIC DISTRICT
CONTRIBUTING VACANT STRUCTURES

lllustration D

FEBRUARY 3, 2014
CONTRIBUTING STRUCTURE I
NUMBER NAME ADDRESS

11 107 Fairmont Ave

13 Yost Building 103-105 Fairmont Ave

14 Old Post Office 200 Fairmont Ave

i6 YMCA/Moose Hall 100 Fairmont Ave

17 94 Fairmont Ave

19 507-511 First St

20 WCTU Building 99 Fairmont Ave

29 Hays Building 225 Cleveland Ave

31 Jacob -Hutchinson Warehouse 233-235 Cleveland Ave

32 Jacob-Hutchinson Qffices 231 Cleveland Ave

35 Monongahela Bridge Jefferson St

37 314 Washington 5t

39 WPA Retaining Wall Jefferson and Washington Streets
44 City Fire and Police Building 211-215 Monroe St

45 Hays Building 217 Monroe 5t

49 Methodist Protestant Temple 216-218 Monroe St

50 Bell Telephone Building 214 Monroe 5t

53 Eastview Unity/Fairmont Hotel 200-214 Jefferson St

78 Chisler Building 308 Adams 5t

89 337 Cleveland Ave

91 Trinity Church 407 Cleveland Ave

93 117 Jackson St

94 Jackson -Dotts Building & Kisner Bldg 116 Jackson 5t & 120 Jackson St
95 401 Monroe 5t

97 213 Jackson St
105 Madison and Quincy Streets
113 324 Jefferson St

114 Masonic Temple Building 316-320 Jefferson St

116 Marion County Jail rear of 215 Adams St
121 Skinner Building 110 Adams 5t
128 Marietta Hotel Annex 124 Adams St
129 Infiil 122 Adams 5t
130 416 Madison St
132 170 Jefferson 5t

32 vacant historical structures for potential reoccupancy



City of Fairmont
Example of Historic District Tax Credit
Applied to Qualifying Structure

B & O Tax Liability:
Q1 FY12
Q2 Fy12
Q3FY12
Q4 FY12

Q1FY13
Q2 FY13
Q3 FY13
Q4 FY13

Estimate FY14 - FY21:

Improvements to Qualified Structure:

Gross
Receipts
399,300.00

297,500.00
297,600.00
305,500.00
Total FY12

N W o on

307,700.00
305,500.00
300,400.00
306,800.00
Total FY13

in W U Wn

$ 300,000.00

Tax at $0.39/$100

Retail Ciassification

1,557.27
1,160.25
1,160.64
1,191.45

M 0 W N n

5,065.61

1,200.03
1,191.45
1,171.56
1,196.52

| N WA

B&0 Tax Credits on $300,000 improvements on Qualifying Structure:

Year One:
Year Two:
Year Three:
Year Four:
Year Five:
Year Six:
Year Seven:
Year Eight:
Year Nine:
Year Ten:

4,759.56

4,914.59

5,069.61
4,759.56
4,914.59
2,457.29
2,457.29
1,228.65
1,228.65
1,228.65
1,228.65
1,228.65

W W e

25,801.57

100%
100%
100%
50%
50%
25%
25%
25%
25%
25%

lllustration E

16



City of Fairmont llustration F
Example of B&O Tax Credit Allowed for Increased Cost of Payroll
Home Rule Application
Payroil Cost FY13: 3 6,204,267
Number of Employees: 309
Hire 50 additional employees July 1, 2013:
Estimated Payroll Cost FY14: $ 7,208,194
Number of Employees: 359
Added Payroll Cost:| $ 1,003,927 |
16%
B&O Tax Reported on Service Sales:
Sales Tax at $0.70
Q1FY13 $ 2621112 § 18,347.78
Q2FY13 3 2,639,085 $ 18,473.60
Q3 FY13 $ 2,738,359 % 19,168.51
Q4 FY13 3 2552919 $ _17,870.43
Total FY13 § 10,551,475 § 73,860.33
Increased Revenue Estimate: Q1FY14 $ 3003414 % 21,023.90
Q2 FY14 3 3003414 % 21,023.90
Q3 FY14 5 3003414 % 21,023.90
Q4 FY14 $ 3,003,414 $ 21,023.90
Estimate FY14 $ 12,013,657 $ 84,095.60
14%
B&O Tax Credits on $1,003,927 in increased payroll cost:
Year One: § B84,095.60 100%
Year Two: $ 42 047.80 50%
Year Three: $ 42,047.80 50%
Year Four: $ 42,047.80 50%
Year Five: 50%
Year Six: 40%
Year Seven: 30%
Year Eight: 20%
Year Nine: 10%
Year Ten: 10%

Total Credits allowed: $ 210,238.99




Fiscal Impact Worksheet

FISCAL IMPACT WORKSHEET FOR PROBLEM AND PROPOSED SOLUTION

Municipality: Faimont . West Virginia

Person who prepared fiscal statement: Eileen Layman

Telephone number:  304-366-6211 ext 322

Email address: elayman@fairmontwy.gov

Problem Number: 1  and Solution Number: 1

Category of Issue:

/ Tax Organization Administration Personnel
Type of Solution:
/ Ordinance Act Resolution Rule Regulation

A. Fiscal Note Summary

1. Summarize in a clear and concise manner what impact this solution would have on
costs and revenues of the municipality if the proposed solution is implemented as
written.

The proposed expanded B&O Tax Credits would initially reduce revenues of the City, but through the adaption of the four {4) new
credits the City projects ravenue to ultimately increase as a result of new businesses locating in Fairmont, and existing businesses

expanding and remaining in the Clty The implementation of 8 840 Tax Credit for the re-occupancy of vacant property would alsc utimately yiald increased revenus for the City
in the form of ad valorem receipts.

2. Summarize in a clear and concise manner what impact this solution would have on
residents and/or persons doing business in the municipality if the proposed solution is
implemented as written.

The sclutions propased by the City would have beneficial impacls to both the residents and businesses of the Cily. With the
expansion of BAO Tax Credits, businesses are incentivized to locate, grown and remain in the City through the elimination and reduction
of rales, thus benefiting our residents through employment opportunities and the ability 1o receive goods and services locally.

The proposed B&O Tax Credit for the re-occupancy of vacant structures will significantly benefit our residents who no longer

have to live next to the present eyesores.

NN
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B. Fiscal Impact Detail - Municipality

Fiscal Impact Worksheet

Show overall effect in item 1 and in Item 2 or 3.

In Item 4, explain the numbers entered in Items 1 and 2 or 3.

Effect of Solution

1. Estimated Total Cost
a. Personal Services

b. Current Expenses

c. Repairs & Alterations

d. Assets
e. Other

2. Estimated Total
Revenue Gain

3. Estimated Total
Revenue Loss

First Fiscal Year
Iin Which Implemented

Minimal

N/A

Minimal

N/A

N/A

N/A

See Below

See Below

Second Fiscal Year

Minimal

N/A

Minimal

N/A

N/A

N/A

See Below

See Below

4. Explanation of How Estimates Were Determined. Include the formula used or attach

the worksheet.

Without knowing which businesses may choose to take advantage of the tax credits

it is impossible to estimate the amount of total revenue the City will gain or lose.

Worksheets illustrating the potential benefit to the taxpayer have been prepared and are

found in Tab E Section Il Written Narrative Proposal 1. Expanded B&O Tax Credits.

Ultimately, the City expects the program to be revenue neutral.
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Fiscal Impact Worksheet

C. Community Assessment - Estimated Impact of Solution on Residents and Businesses
During First Full Fiscal Year of Operation.

1. What groups will be affected by this solution?

Existing Businesses, new businesses and residents.

2. What will be the impact(s) on these groups?
The City anlicipates the impacls of the proposed solutions to be beneficial to the businesses and residents.

3. What evidence was used to form this opinion view?
Municipalities localed adjacent to the corporate limits of Fairmont currently do not have a B&O Tax system which

encourages businesses to locate outside of Fairmont,

4. What plans do you have, if any, to mitigate any negative impacts identified?

There are no perceived negative impacts at this lime.

D. Additional Information
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THE CITY OF FAIRMONT MUNICIPAL HOME RULE PLAN

SECTION II WRITTEN NARRATIVE

PROPOSAL 2. IMPOSITION OF A SALES & USE TAX (Tax)

Specific state laws, policies, rules or regulations

W. Va. Code §8-13-1 et seq., §8-13C-1- 1 et seq., and in particular §8-13C-4(b) and §8-13C-5(b)

Problem: State law currently unduly restricts the ability of the City of Fairmont to generate
sufficient revenues to (1) pay for the City’s underfunded pension liabilities, (2) return under-
utilized land to productive use by demolishing dilapidated, unsafe building and structures, and (3)
fund programs designed to grow and diversify the City’s economic base and make the City a more
desirable place in which to live and do business.

A. Pensions: The attached exhibits demonstrate the extreme inadequacies of the current
funding methods used by the City to fund its Fire and Police Pension Plans. Using the
current, Alternative Funding Method, in FY15 the City will contribute 10% of its entire
General Fund budget to the two pension plans. And these contributions will continue to
grow by 7% annually. In addition, the plans are both severely underfunded as reported in
the Actuarial Valuation Report of the Fairmont Firemen’s Pension and Relief Fund dated
July 1, 2012, and the Actuarial Valuation Report of the Fairmont Policemen’s Pension and
Relief Fund dated July 1, 2012. Funding levels are reported at 5% and 15.92%
respectively. The City has seen a strain on its operating budgets in meeting past and current
funding levels and foresees that a new funding source is needed to satisfy future funding
requirements. The City believes that it would be in the best interest of active and future
pensioners to close its existing plans and move future employees into the Municipal Police
Officers and Firefighters Retirement System. By means of actuarial tables using the
Conservation Funding Method, a cost projection was prepared. The projection of increased
pension cost is intended to demonstrate the need for and therefore the purpose of proposing
implementation of a Consumers Sales and Use Tax in the City of Fairmont.

Hiustration A — Page 2 of City of Fairmont Firemen’s Pension and Relief Fund Actuarial
Study, by Gabriel, Roeder, Smith and Company dated July 1,2012: This illustration provides the
funded status of the City of Fairmont Firemen’s Pension and Relief Fund as of the date of
preparation.

Hlustration B - City of Fairmont Firemen’s Pension and Relief Fund — Conservation Funding
Method to Close Plan: This illustration compares the City’s contributions under the alternative
funding method currently used to the City’s required contributions under the conservation funding
method.



Hlustration C. - Page 2 of City of Fairmont Policemen’s Pension and Relief Fund Actuarial
Study, by Gabriel, Roeder, Smith and Company dated July 1,2012: This illustration provides the
funded status of the City of Fairmont Policemen’s Pension and Relief Fund as of the date of
preparation.

Hllustration D — City of Fairmont Policemen’s Pension and Relief Fund — Conservation
Funding Method to Close Plan: This illustration compares the City’s contributions under the
alternative funding method currently used to the City’s required contributions under the
conservation funding method.

B. Vacant and Dilapidated Structures: The City of Fairmont has experienced a decline similar
to that suffered by many West Virginia communities caused by chronic long-term
economic dislocation and the loss of high wage manufacturing jobs over several decades
in the last century, which decline is particularly apparent in the oldest areas of the City of
Fairmont, including, but not limited to the City’s downtown historic center, its former
industrial areas, and many of its original residential neighborhoods. Particularly in the
areas aforementioned, the economic decline has resulted in a loss of population, reduced
property maintenance, and in some instances vacant, abandoned and/or dilapidated
structures. The City’s lack of resources in general has not allowed for a properly
administered plan of demolition. For FY 2013 the City funded a single demolition project
in the amount of $20,999. For FY 2014, year to date the City has funded two demolition
projects in the amount of $59,750. Earmarking a portion of a new revenue source would
benefit the plan and allow for continued demolition projects and improvement in our
neighborhoods and commercial and industrial areas. Therefore, the City desires to set aside
a portion of a newly implemented Consumers Sales and Use Tax for funding the demolition
of blighted and dilapidated structures.

C. West Virginia law currently limits both the types of taxes a municipality may impose and
the rates at which those taxes may be imposed. More specifically, the taxes a municipality
may impose are limited to those specified in W. Va. Code § 8-13-1 e seq. and W, Va. Code
§ 8-13C-1 et seq.

The primary business tax imposed by the City is the business and occupation tax, which is similar
to the State business and occupation tax in effect prior to July 1, 1987. State law specifies the
classifications of business activities upon which the City may impose its business and occupation
tax and specifies the maximum rates that may be levied which, except in a couple of instances, are
the primary State tax rate for those classifications in effect on January 1, 1959. Not all business
activities were subject to the State business and occupation tax. Consequently, not all business
activities engaged in within the City are subject to the City’s business and occupation tax.

The State effectively repealed its business and occupation taxes on most business classifications
effective July 1, 1987, in response to the 1984 final report of the West Virginia Tax Study
Commission entitled “A tax study for West Virginia in the 1980's: equity for taxpayers, efficiency
in administration, incentives for development: final report to the West Virginia Legislature.” That
report recommended that the Legislature replace both State and municipal business and occupation
taxes. As previously mentioned, although the Legislature effectively repealed the State business
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and occupation tax for most businesses effective July 1, 1987, the Legislature has provided
municipalities with no suitable alternative taxes. In 2004, the Legislature enacted W. Va, Code §
8-13C-1 et seq., which allows municipalities to impose 1% sales and use taxes provided they
repeal their business and occupation tax. In most instances, and specifically in the case of the City
of Fairmont, the amount of business and occupation taxes received under the service business
classification of the tax far outweighs the revenue that would be generated from 1% sales and use
taxes. Consequently, under current law, the City of Fairmont cannot afford to utilize the only tax
alternative available to the City. The primary reason for repealing the State business and
occupation tax is also the reason why alternative revenue sources need to be found for municipal
business and occupation taxes — the taxes are a disincentive to economic growth and jobs creation
in the City. For example, the taxes are measured by gross receipts from business activity, whether
or not the business makes a profit. ~ Additionally, the business and occupation tax encourages
business growth and expansion on the other side of the city line to the detriment of the City’s
economic base. Further, in many instances, the City of Fairmont does not impose its business and
occupation taxes at the maximum rates allowed by State law for the reasons discussed above.

Solution: The City of Fairmont proposes to and seeks approval for the imposition of 1% sales and
use taxes which will, among other purposes:

1. Allow the City to reduce the rates of business and occupation tax levied on its retail sales
classification and eliminate the business and occupation tax levied on its wholesale and
manufacturing classifications.

2. Generate new revenue to pay its unfunded liabilities under its policemen’s and firemen’s
pension plans; and

3. Provide additional resources to tear down dilapidated, uninhabited buildings and
structures that are unsafe, eyesores and negatively affect property values in the City,
thereby freeing up land resources for future development.

As required by West Virginia Code §8-1-5a(k)(6), in conjunction with the City’s request for
authority to impose 1% sales and use taxes, the City is proposing to reduce the rate of its business
and occupation tax under the retail sales classification from .39% to .35%, which results in a
reduction of revenue of approximately $75,000 per year. Additionally, the City is proposing to
eliminate the business and occupation tax under the wholesale and manufacturing classifications,
which results in a further reduction of revenue of approximately $147,000 in the wholesale
classification and $122,000 in the manufacturing classification. The total projected reduction in
business and occupation tax revenue is $344,000 annually. Additionally, in a separate proposal,
the City requests authority to allow certain additional credits against its business and occupation
tax. Collectively, these rate reductions and tax credits provide responsible business tax relief to
grow the City’s economic base.

HHustration E - B & O Tax Trend Report: This illustration reflects a ten (10) year average
of the City of Fairmont’s business and occupation tax receipts by category.
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Hlustration F — Calculation of Estimated Reduction of B & O Tax Revenues: This
illustration reflects the projected loss of revenue from the elimination of the wholesale and
manufacturing classifications and the loss of revenue resulting from the reduction of the retail
classification.

Hllustration G - Calculation of Estimated Revenues Resulting from 1% Sales & Use Tax:
This illustration reflects the estimated revenues to be generated from the imposition of the City of
Fairmont’s proposed 1% sales and use tax.

The City’s sales and use taxes will be administered, collected and enforced by the State Tax
Department. With limited exceptions, the State and City sales tax base will be identical. Therefore,
a transaction exempt from State sales tax will also be exempt from City sales tax.

Illustration H - The requested sales tax feasibility study which provides additional
information regarding the proposed business and occupation tax rate reduction and sales and use
taxes imposed at a 1% rate.



Illustration a

City of Fairmont Firemen’s Pension and Relief Fund
Actuarial Study as of July 1, 2012

The following table provides the Plan’s funded status:

Funded Status as of: July 1, 2012
Assets $1,734,688
Actuarial Liabilities $33,732,823
Unfunded Liabilities $31,998,135
Funded Ratio 5.14%

The following table provides the employer contributions for the fiscal year ending June 30, 2013, under
the Alternative Method:

Employer Contributions for FYE: June 30, 2013
FYE 06/30/2012 Alternative Contribution $703,809
7% Increase in Alternative Contribution $49,267
FYE 06/30/2013 Alternative Contribution $753,076
Additional Contribution $32,103
Final FYE 06/30/2013 Alternative Contribution $785,179

We understand that the City of Fairmont made an additional contribution of $32,103 in excess of the
minimum alternative contribution for FYE 2013. The following table provides the estimated employer
contributions for the fiscal year ending June 30, 2014, under the Alternative Method:

Estimated Employer Contributions for FYE: June 30, 2014
FYE 06/30/2013 Alternative Contribution $753,076
7% Increase in Alternative Contribution $52,715
FYE 06/30/2014 Alternative Contribution $805,791
Additional Contribution to satisfy 15-year Solvency Test on an Open $0

Group Basis (to receive 100% of the State Premium Tax Allocation)
Estimated Employer Contribution for FYE 06/30/2014

to receive 100% of the State Premium Tax Allocation

Additional Contribution to satisfy 15-year Solvency Test on a Closed $69.200
Group Basis (to grant Supplemental Benefits, i.e. COLA increases)
Estimated Employer Contribution for FYE 06/30/2014

to receive 100% of the State Premium Tax Allocation and $874,991
to grant Supplemental Benefits, i.e. COLA increases

$805,791

Gabriel Roeder Smith & Company 23-



CITY OF FAIRMONT Nlustration B

FIREMEN'S PENSION FUND
CONSERVATION FUNDING METHOD-CLOSE PLAN Statewide
PAYGO Employer Increase
Alternative Employer Contrbution Pension
Funding _Conlributions  New at 10.5% Total Cost
City Pension Obligation FY12 $ 703,809 5 704,000 S 704,000 S 191
City Pension Obligation FY13 $ 753,076 $ 785,000 $ - $ 785000 $ 31,924
City Pension Obligation FY14 $ 805,791 $ 1,256,000 5 10,000 S 1,266,000 S 460,209
City Pension Obligation FY15 § 862,196 $ 1,306,000 S 21,000 51,327,000 S 464,804
City Pension Obligation FY16 5 922,550 § 1337000 $ 30,000 $ 1,367,000 $ 444,450
City Pension Obligation FY17 $ 987,129 $§ 1,346,000 S 37,000 S 1,383,000 $ 395,871
City Pension Obligation FY18 $ 1,056,228 $ 1365000 $ 41,000 S 1,406,000 S 349,772
City Pension Obligation FY19 § 1,130,164 $ 1417000 S 51,000 $ 1,468,000 & 337,836
City Pension Cbligation FY20 $ 1,208,275 $ 1468000 5 66,000 51,534,000 S 324,725
City Pension Cbligation FY21 $ 1,293,924 $ 1517000 $ 77,000 51,594,000 5 300,076
City Pensicn Obligation Fy22 5 1,384,499 § 1,579,000 § 93,000 S 1,672,000 $ 287,501
City Pension Obligation FY23 $ 1,481,414 $ 1641000 5 107,000 $ 1,748,000 S 266,586
City Pension Obligation FY24 $ 1,585,113 $ 1708000 $ 125,000 $ 1,833,000 S 247,887
City Pension Obligation FY25 5 1.686.071 $ 1785000 5 142,000 $ 1,927,000 $ 230,929
City Pension Cbligation FY26 $ 1,814,796 $ 1,904,000 % 164,000 $ 2,068,000 S 253,204
City Pension Obligation FY27 § 1,941,832 $ 2024000 S 195,000 52,218,000 S 277,168
City Pension Obligation FY28 $ 2,077,760 $ 2,090,000 § 218,000 $ 2,308,000 S 230,240
City Pension Obligation FY29 $ 2,223,203 $ 2,141,000 % 235,000 2,376,000 S 152,797
City Pension Obligation FY30 $ 2,378,827 $ 2,180,000 S 254,000 $ 2,444,000 5 65,173
City Pensicn Obligation FY31 5 2,545,345 $ 2218000 $ 271,000 S2,489,000 S (56,345)
City Pension Obligation FY32 $ 2,723,519 $ 2228000 S 288,000 52,516,000 § (207,519)
City Pension Obligation FY33 ] 2,914,165 $ 2220000 3§ 303,000 $ 2,523,000 S {391,165)
City Pension Obligation FY34 $ 3,118,157 $ 2203000 S 315,000 $ 2,518,000 $ (600,157)
City Pension Obligation FY35 $ 3,336,428 $ 2,194,000 $ 325,000 52,523,000 S (813,428)
City Pension Obligation FY36 - 3,569,978 $ 2,191,000 S5 346,000 $ 2,537,000 $(1,032,978)
City Pension Obligation FY37 5 3,819,876 $ 2173000 $ 364,000 S 2,537,000 5(1,282,876)
City Pension Obligation FY38 $ 4,087,267 $ 2181000 S 380,000 S 2,561,000 ${1,526,267)
City Pension Obligation FY3% $ 4,373,376 $ 2,133,000 S 395,000 $ 2,528,000 ${1,845,376)
City Pension Obligation FY40 $ 4,679,512 $ 2,070,000 S 409,000 5 2,479,000 $(2,200,512)
City Pension Obligation FY41 $ 5,007,078 $ 1996000 $ 423,000 S 2,419,000 $(2,588,078)
City Pension Obligation FY42 $ 5,357,573 $ 1921000 $ 437,000 S 2,358,000 $(2,999,573)
City Pension Obligation FY43 H] 5,732,603 $ 1,844,000 S 452,000 $ 2,296,000 5{3,436,603)
City Pension Obligation FY44 5 6,133,885 $ 1757000 S 466,000 $ 2,223,000 5(3,910,885)
City Pension Obligation FY45 $ 6,563,257 $ 1664000 S 481,000 S 2,145,000 5(4,418,257)
City Penslon Obligation FY46 s 7.022,685 $ 1,568,000 5 496,000 $ 2,064,000 $(4,958,685)
City Pension Obligation FY47 3 7,514,273 5 1470000 5 511,000 $ 1,981,000 5(5,533,273)
City Pension Obligation FY48 $ 8,040,272 $ 943,000 S 526,000 $ 1,469,000 $(6,571,272)
City Pension Obligation FY49 $ 8,603,091 5 7.000 § 542,000 $ 549,000 $5{8,054,091)
City Pension Obligation FY50 $ 9,205,307 L 6,000 5 558,000 $ 564,000 $5(8,641,307)
City Pension Obligation FY51 $ 9,849,678 $ 6,000 $ 575,000 S 581,000 $(9,268,67B)

S 5
Establish a Benefit Payment Account {from which all curren{ espenses are paid)
100% of City contributions deposited for PAYGO (amount based on annual actuarial valuation)
From 5.5% up to 8% of emplopyee contributions are deposited for PAYGO {(employees at 7% and 9.5%)
78% of State Premium Tax Allpcation deposited for PAYGO (percentage based on annual actuarial valuation)

Accumulation Account (fund to fully funded status: no withdrawals unti! fully funded)

1.5% of emplopyee coniributions are deposited for amertization of unfunded liability
22% of State Premium Tax Altocation deposiled for amortization of unfunded liabllity {percentage based on annual actuarial valuation)
Invesiment income used for amortization of unfunded lability



Illustration C

City of Fairmont Policemen’s Pension and Relief Fund
Actuarial Study as of July 1, 2012

The following table provides the Plan’s funded status:

Funded Status as of: July 1, 2012
Assetls 33,872,522
Actuarial Liabilities $24,325,575
Unfunded Liebilities 320,453,053
Funded Ratio 15.92%

The following table provides the employer contributions for the fiscal year ending June 30, 2013, under
the Alterative Method:

Employer Contributions for FYE: June 30, 2013
FYE 06/30/2012 Alternative Cortribution $509,443
7% Increase in Alternative Contribution $35,661
FYE 06/30/2013 Alternative Contribution $545,104
Additional Contribution $32,103
Final FYE 06/30/2013 Alternative Contribution $577,207

We understand that the City of Fairmont made an additional contribution of $32,103 in excess of the
minimum alternative contribution for FYE 2013. The following table provides the estimated employer
contributions for the fiscal year ending June 30, 2014, under the Altemative Method:

Estimated Employer Contributions for FYE: June 30, 2014
FYE 06/30/2013 Alternative Contribution $545,104
7% Increase in Alternative Contribution _ $38,157
FYE 06/30/2014 Alternative Contribution $583,261
Additional Contribution to satisfy 15-year Solvency Test on an Open $0
Group Basis (to receive 100% of the State Premium Tax Allocation)
Estimated Employer Contribution for FYE 06/30/2014 $583.261
to receive 100% of the State Premium Tax Allocation
Additional Contribution to satisfy 15-year Solvency Test on a Closed $0
Group Basis (to grant Supplemental Benefits, i.e. COLA increases)
Estimated Employer Coniribution for FYE 06/30/2014
to receive 100% of the State Premium Tax Allocation and $583,261
to grant Supplemenial Benefits, i.e. COLA increases

A sponsor using the alternative method must satisfy the solvency test, as referenced in West Virginia
Code section 8-22-20 (c)(1) in order to receive 100% of the State premium tax allocation, or grant

Gabriel Roeder Smith & Company -




CITY OF FAIRMONT lllustration D
POLICEMEN'S PENSION FUND

CONSERVATION FUNDING METHOD-CLCSE PLAN Statewide
Employer Increase
Allernative Employer Contrbution Pension
Funding Contributions  New at 10.5% Total Cost
City Pension Obligation FY12 $ 509,443 $ 509,443 $ 509,443 s -
City Pension Obligation FY13 $ 545,104 5 577000 § s $ 577,000 S 31,89
City Pension Obligation FY14 $ 583,261 $ 674,000 S 4000 S 678000 S 94,739
City Penslon Obligation FY15 $ 624,089 $ 695,000 S 8000 S$ 703,000 S 78911
City Pension Cbligation FY16 $ 667,775 $ 738,000 § 17,000 $ 755,000 S 87225
City Pension Obligation FY17 5 714,518 3 774000 5 27,600 S B01,000 & 86481
City Pension Obligation FY18 $ 764,535 5 832,000 5 35000 S 867,000 $ 102,465
City Pension Obligation FY19 $ 818,052 3 913,000 § 52,000 S 965000 S5 146,948
City Pension Obligation FY20 $ 875,316 $ 985,000 S 68,000 S 1,053,000 $ 177,684
City Pension Qbligation FY21 $ 936,588 $  1,040000 S 85,000 § 1,125,000 $ 188412
City Pension Obligation FY22 $ 1,002,149 $ 1072000 S 965,000 $ 1,168,000 S 165,851
City Penslon Obligation Fy23 s 1,072,299 $§ 1,005000 5 106,000 $ 1,201,000 & 128,701
City Pension Cbligation FY24 $ 1,147,360 $ 1,110,000 $ 115,000 $ 1,225,000 $ 77,640
City Pension Obligation FY25 $ 1,227,675 $ 1,129,000 S 123,000 51,252,000 S 24,325
City Pension Obligation FY26 5 1,313,612 $ 168000 5 134,000 S 1,302,000 $ (11,612}
City Pension Obligation FY27 5 1,405,565 $ 1,198,000 $ 148,000 $ 1,346000 S (59,565)
City Pension Obligation FY28 ] 1,503,955 $ 1,230,000 $ 158,000 S 1,388,000 5 (115,955}
City Pension Qbligation FY29 $ 1,609,232 § 1303000 S 173,000 S 1,476,000 $ {133,232)
City Pension Obligation FY30 $ 1,721,878 $ 1,361.000 § 194,000 $ 1,555,000 S (166,878)
City Pension Obligation FY31 $ 1,842,409 $§ 1,376,000 5 208,000 $ 1,584,000 5 (258,409)
City Pension Obligation FYaz2 5 1,971,378 $ 1,368,000 S 218,000 S 1,586,000 5 (385,378)
City Penslon Obligation FY33 3 2,109,374 $ 1,365,000 S 228,000 $ 1,593,000 S (516,374)
City Pension Obligation FY34 3 2,257,030 $ 1,384,000 S 240,000 $ 1,624,000 S (633,030)
City Pension Obligation FY35 $ 2,415,022 $ 1,399,000 S 256,000 $ 1,655,000 S (760,022)
City Pension Obligation FY36 5 2,584,074 $ 1411000 § 268,000 $ 1,679,000 5 (905,074)
City Pension Obligation FY37 L3 2,764,959 $ 1432000 5 285,000 S 1,717,000 5(1,047,5959)
City Pension Obligaticn FY38 $ 2,958,506 $ 1432000 $ 300,000 $ 1,732,000 $(1,226,506)
City Pension Obligation FY39 $ 3,165,601 $ 1430000 $ 314,000 $ 1,744,000 $(1,421,601)
City Pension Obligation FY40 $ 3,387,193 $ 1420000 S 330,000 $ 1,750,000 ${1,637,193)
City Pension Obligation FY41 - 3,624,297 $ 1395000 S 344,000 $ 1,739,000 5(1,885,297)
City Pension Obligation FY42 $ 3,877,998 $ 1,385000 $§ 358,000 $ 1,753,000 §{(2,124,998)
City Pension Obligation FY43 $ 4,149,458 $ 1,349,000 S 371,000 S 1,720,000 5(2,429,458)
City Pension Obligation FY44 $ 4,439,920 $ 1,296,000 & 384,000 S 1,680,000 $(2,759,920)
City Pension Obligation FY45 $ 4,750,714 $ 1237000 S 396,000 § 1,633,000 5(3,117,714)
City Pension Obligation FY46 $ 5,083,264 $ 686,000 % 409,000 S 1,095,000 $(3,988,264)
City Pension Cbligation FY47 % 5,439,002 $ 7000 $ 421,000 $ 428,000 $(5,011,092)
City Pension Obligation FY48 3 5,819,828 $ 6,000 $ 434,000 S 440,000 $%(5,379,828)
City Pension Obligation FY49 5 6,227,216 $ - ) 447,000 $§ 447,000 5(5,780,216)
Clty Pension Obligation FY50 $ 6,663,121 3 S S 461,000 $ 461,000 $(6,202,121)
City Pension Obligation FY51 s 7.129,539 s - 5 474,000 $ 474,000 $(6,655,539)

Establish a_Benefit Pavment Account (from which all current espensas are paid)

100% of City contributions deposited for PAYGO (amount based on annual actuarial valuation)
From 5.5% up to 8% of emplopyee contributions are deposiled for PAYGO (employees at 7% and 9.5%)
100% of State Premium Tax Allocation deposiled for PAYGO (percentage based on annual actuarial valuation)

Accumulation Account (fund to fully funded status: no withdrawals until fully funded)

1.5% of emplopyee contributions are deposited for amortization of unfunded liability
0% of Stale Premium Tax Allocation deposited for amortization of unfunded Kability (percentage based on annual actuarial valuation)
Investment income used for amorlization of unfunded fiability



CITY OF FAIRMONT

B & O TAX TREND REPORT
TAX REPORTED BY CATEGORY
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City of Farimont
Calculation of Estimated Reduction of B&0O Tax Revenue
Haome Rule Application

Current Business & Occupation Tax Collections:

10 Year Average Rate per

Tax Collections $100 of Sales
Contracting $ 1,505,224 2.00
Service $ 1,463,694 0.70
Public Utilities 3 835,419 101040
Retailers % 732,057 0.39
Rents 5 259,293 1.00
Bank Loans 3 205,038 1.00
Wholesalers 5 147,156 0.15
Manufacturing  $ 121,675 0.22
Amusement $ 2,520 0.44
Total 3 5,272,076

Ten year average from FY13 back to FY04

Reducing Retail from .39 to .35 will reduce receipts by:
Eliminating Wholesale will reduce receipts by:
Eliminating Manufacturing will reduce receipts by:

Projected reduction in B&O Tax receipts:

lllustration F

(75,000)
{147,000)
{122,000)

A L )

(344,000)




City of Farimont lllustration G
Calculation of Estimated Sales and Use Tax
Home Rule Application
Exempt Service Sales: Taxable Service Sales:
Advertising Cleaning
Entertainment facilities Exterminating
Child Care Car Wash
Electronic Data Processing nsurance
Health and Fitness Organizations Security Service
Music Instructional Auto Repair Service
Newspaper Circulation
Nursing Homes
Personal Services; hair, nails, massage
Prescriptions
Professional Services; Dr,Esq, Eng, CPA, Auctioneer, Architect
Real Property
Estimate 15% of Service Sales are taxable:
Total Service Sales: § 209,099,143
Estimated Sales Tax: $ 314,000
Exempt Retail Sales:
Food
Motor Vehicles
Motor Fuel
Real Property
Estimate 50% of Retail Sales are taxable:
Total Retail Sales: $ 187,706,923
Estimated Sales Tax: § 939,000
Total Sales Tax generated $ 1,253,000
Less: 5% Tax Commission Admin fee § (63,000)
Less: B&O offset needed $ (344,000)
Net available new projects $ 846,000
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City of Fairmont, West Virginia
Feasibility Analysis of Imposing Sales and Use Taxes

EXECUTIVE SUMMARY

Current financial resources available to the City of Fairmont, West Virginia, are not
adequate to fund anticipated needs of the City. Some of these needs include:

$ 15.3 M to fund pension and other liabilities of the city
$ 6.5 M to fund needed infrastructure improvements

With the exception of the newly enacted Street Maintenance and Improvement Charge in
2011 which is dedicated to Street maintenance and paving; and the exception of B&O Tax
paid on one-time construction projects which is dedicated to debt service and capital needs,
growth in the General Revenue Fund in recent years has been stagnate or is declining:

Fiscal Year B & O Tax Collections Total General Revenue Fund
2013 53,840,138 $ 10,535,369
2012 $ 3,984,440 $10,731,979
2011 $4,202,268 $10,613,075
2010 $ 3,964,202 $ 10,002,340
2009 $ 4,063,094 $ 9,949,987

The City has few options available to it to meet these revenue needs and the City has
determined that the better option available is to impose sales and service tax and
compensating use taxes at the 1% rate,

DISCUSSION
A. Current Revenues

The City has imposed a business and occupation tax since April 14, 1987, enabling
legislation being Ordinance No. 742, as amended. The rates of tax are as allowed by W,
Va. Code § 8-13-5 or are close to the maximum rates. The chart below compares the
maximum rates allowed by law with the City’s current rates, which in several
classifications are below the maximum rate allowable under State law.
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Rate per $100 Gross Receipts
Classification Maximum Rate City Rate
Production
Coal 1% 1%
Sand & gravel (not mined or quarried) 3% 1%
Qil, blast furnace slag 3% 1%
Natural gas in excess of $5,000 6% 3%
Limestone or sandstone quarried or mined 1.5% 1%
Timber 1.5% 1%
Other natural resource products 2% 1%
Manufacturing 0.3% 0.22%
Business of selling tangible property
Retailers 0.5% 0.39%
Wholesalers 0.15% 0.15%
Public service or utility business
Street & inter urban & electric railways 1% 0.2%
Water companies 4% 1%

Electric light and power companies
(sales and demand charges, domestic

purposes & commercial lighting) 4% 4%

Electric light and power companies

(all other sales & demand charges) 3% 3%

Natural gas companies 3% 3%

Toll bridges 3% 3%

All other public service or utility business 2% 1%
Contracting 2% 2%
Amusements 0.5% 0.44%
Service business or calling 1% 0.70%
Rentals, royalties, fees or otherwise 1% 1%
Small loan and industrial loan businesses 1% NA
Banking and other financial business 1% 1%
Certain health maintenance organizations 0.5% 0.5%
Business of aircraft repair & maintenance 0.1% NA

Note: The maximum rates allowed by State law are the primary State business and
occupation tax rates in effect on January 1, 1959. W. Va. Code § 8-13-5.

In addition to the business and occupation tax, the City imposes:
I. Ad valorem property taxes on real and personal property for municipal purposes

within the limitations and subject to the classifications prescribed by the constitution and
the general law of this State as provided in W. Va. Code § 8-13-1.
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2013 Levy Rate Maximum Rate
Class I1 Property

Regular levy rate 0.25% 0.25%

Excess levy rate NA 0.125%

Bonded indebtedness NA NA
Class 1V Property

Regular levy rate 0.5% 0.5%

Excess levy rate NA 0.25%

Bonded indebtedness NA NA

Note: Excess levies and levies for general obligation bonds require approval by at
least 60% of those voting for and against the levy, W. Va. Const. Art. X, § 1.
An excess levy may remain in place for up to five years, W. Va. Const. Art. X,
§ 11, and may be renewed upon favorable vote of the people.

2. A 6% hotel occupancy tax, which may only be spent for purposes specified in
W. Va. Code § 7-18-14.

3. A 2% public utilities tax pursuant to W. Va. Code § 8-13-5a.
4. A 2% amusement tax pursuant to W. Va. Code § 8-13-6.

5. A 5% tax on purchases of intoxicating liquors in the municipality pursuant to W.
Va. Code § 8-13-7.

6. Fees from licensed private clubs located in the municipality as authorized in W.
Va. Code § 60-7-7 of the Code and W. Va. Code § 8-13-7.

7. Special charges for municipal services as provided in W. Va. Code § 8-13-13.

Solid Waste Collection charges established by Ordinance No. 463 on May 16, 1978, as
amended, and Recycling charges established by Ordinance No. 925 on June 22, 1993, as
amended.

Fire protection service charges established by Ordinance No. 636, on July 3, 1984, as
amended.

Street Sweeping Disposal fee necessary to generate sufficient revenues to provide for the
proper disposal of waste material generated by street sweeping; established by Ordinance
No. 1419 on June 10, 2008, as amended.

Resident and Non-Resident Street Maintenance and Improvement charges necessary to

generate revenues sufficient to provide the essential municipal service of street
maintenance and improvement; established by Ordinance No. 1522 on May 11, 2011.
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B. Proposed Sales and Use Taxes

Sales and use tax would be levied on all sales of tangible personal property and custom
software made within the municipality and on the furnishing within the municipality of
taxable services upon which the State consumers sales and use tax is collected, with limited
exceptions,

Municipal sales taxes may not apply to:
1. Any transaction that is exempt from the State consumers sales and service tax.

2. Sales of motor vehicles upon which the tax imposed by W. Va. Code § 11-15-3¢
is paid.

3. Sales of motor fuels upon which the taxes imposed by W. Va. Code § 11-14C-1
et seq. are paid.

4. Sales the municipality is prohibited from taxing by federal law, e.g., satellite
television service is subject to State sales tax but exempt from municipal sales taxes.

5. Sales of real property and sales of intangible personal property, which are not
subject to State sales tax.

The municipal sales and use taxes would be administered, collected and enforced by
the Tax Commissioner, at the same time and in the same manner as the State consumers
sales and service tax and use taxes are administered, collected and enforced by the Tax
Commissioner.

1. Large vendors remit tax monthly to the Commissioner by the 20® day of the
month following the month in which the tax is collected, except for taxes collected in
December each year that are due at the end of January of the next calendar year.

2. Very small vendors remit tax annually to the Commissioner by the end of January
following the calendar year in which the tax was collected.

3. All other vendors remit tax to the Commissioner on a quarterly basis, by the 20
day of the month following the close of the calendar quarter, except for the fourth quarter
which is due at the end of January.

4, Purchaser use taxes are remitted at the same time as sales taxes are remitted to
the Commissioner.

The Tax Commissioner will likely charge an annual fee for his services, which may not

exceed 5% of net collections per fiscal year. The City of Fairmont assumes that the fee
will be 5% of net collections.
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Quarterly, the State Treasurer will remit to the City the amount of tax in the City’s
subaccount established in the State treasury pursuant to W, Va. Code § 8-13C-7.

We recognize that when B & O taxes are reduced in order to impose a sales tax, the
effective date of the B & O tax reduction and the date when the city will begin to receive
sales tax collections need to be coordinated in order to avoid a budget shortfall. See
discussion infra.

C. Estimate of Sales and Use Tax Collections

The population of the municipality as of the 2010 census was more than 18,700
persons. The primary retail shopping areas for these residents are located within the
municipality. Businesses within the municipality also draw shoppers from outside the
municipality. Residents of the municipality may also shop outside the municipality.

During the most recent fiscal year of the City, gross receipts of more than $210 M was
reported under the retail classification of the municipality’s business and occupation tax.
During the most recent fiscal year of the City, gross receipts of more than $194 M was
reported under the service classification of the municipality’s business and occupation tax.
While gross receipts reported under the retail and service classifications of the business
and occupation tax and gross proceeds of retail and service sales subject to the proposed
sales and service tax will not be the same for many reasons, gross receipts reported under
the retail and service classifications of the business and occupation tax less gross receipts
attributable to (1) sales of groceries, (2) sales of motor fuels, (3) sales of motor vehicles,
(4) sales of prescription drugs, and (5) sales of certain services including but not limited
to: sales of advertising, entertainment, child care, electronic data processing, health and
fitness organizations, music instruction, newspaper circulation, nursing homes, personal
services, professional services, and real property are an indicator of taxable gross proceeds
of sales subject to the proposed sales and use taxes and are a good indicator of the proposed
sales tax base.

Revenue Projections

Fiscal Year Sales Tax Revenue B & O Tax Reduction Net Effect

2015 $1,253,000 $344,000 $909,000
2016 $1,259,000 $346,000 $913,000
2017 $1,268,000 $348,000 $920,000
2018 $1,270,000 $349,000 $921,000

Currently, sales and use taxes are imposed by the Cities of Charleston, Harrisville,
Huntington, Rupert, Wheeling and Williamstown. However, the taxes imposed by
Charleston, Harrisville, and Wheeling have been collected by vendors only since October
1, 2013, and insufficient collection data exists to be useful for purposes of this feasibility
study. Officials in Huntington, Rupert and Williamstown were contacted to discuss the
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amount of revenues generated annually by their respective sales and use taxes and whether
actual revenue are exceeding initial expectations.

2013 2012
Municipality Taxable Gross Proceeds Taxable Gross Proceeds
Huntington $6,822,345 $3,696,264
Williamstown $ $
Rupert* $ $ n/a

*Rupert’s tax was first collected beginning April 1, 2013
** Sales taxes imposed by Charleston, Harrisville and Wheeling were first collected
beginning October 1, 2013. For this reason, they are omitted from this chart.

D. Administration of Municipal Sales and Use Taxes

West Virginia law requires that there be state level administration of municipal sales
and use taxes, see W. Va. Code § 11-15B-33, and that there be uniformity of state and local
sales and use tax bases, see W. Va. Code § 11-15B-34.

Consequently, the municipality will have no role in the administration, collection and
enforcement of the proposed sales and use taxes and there will be no administrative costs
to the municipality.

E. Vendor Compliance Learning Curve

State and municipal sales and use taxes are collected employing what are known as
destination sourcing rules, which are set forth in W. Va. Code § 11-15B-14, 11-15B-14a
and 11-15B-15,

1. In general, if the customer takes delivery of the tangible personal property,
custom software or results of the taxable service at the business location of the vendor, e.g.,
the storefront, the State and local sales/use taxes applicable to that location apply.

2. When delivery does not occur at the vendor’s business location, the State and
local sales taxes applicable to the transactions are those applicable to the location where
the purchaser or the purchaser’s designee takes delivery of the goods or results of the
taxable service.

Applying the destination sourcing rules can be a new experience for vendors selling
goods and services in a municipality that heretofore has not imposed sales and use taxes.

The destination sourcing rule for sales and use tax purposes will be different in some

instances from the rules businesses commonly follow to determine their business and
occupation tax liability.
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F. Boundary Database

We recognize that a municipality imposing a sales tax will need to provide the Tax
Commissioner with a rate and boundary database. To build the database, the City
anticipates utilizing the five-digit zip codes located in whole or in part in the municipality,
and the nine-digit zip codes located in whole or in part within the municipality imposing
the sales tax. Consequently once the rate and boundary database is built it must be
maintained by the municipality and the Tax Commissioner must be advised when the zip
code boundaries are changed.

The City of Fairmont has two 5-digit zip codes located in whole or in part within the
City — 26554 and 26555.

G. Coordination of B & O Tax Reduction and Sales and Use Tax Receipts

Committee Substitute for Senate Bill 435 (2013) requires that the municipality reduce
it business and occupation tax in order to impose a sales tax. Because, the municipality’s
B & O tax is deposited in its general revenue fund and the municipality is required to have
a balanced budget, the municipality must carefully coordinate the timing of B & O tax
reductions and their effect on B & O tax collections and when the municipality will begin
to receive sales use tax revenues from the State.

H. Proposed Reduction in Business and Occupation Taxes

W. Va. Code § 8-1-5a(k)(6) provides that a municipality participating in the Municipal
Home Rule Pilot Program may not impose a sales tax pursuant to its home rule authority
unless the municipality reduces its business and occupation tax.

As the charts on pages 2 and 3 of this document indicate, the business and occupation
rates imposed by the City of Fairmont are in many instances below the maximum rates
allowed by State law.

To comply with the requirement of Section 8-1-5a(k)(6), the City is proposing to
further reduce the rate of business and occupation tax imposed on its retail classification
and eliminate the rates of business and occupation tax imposed on its wholesale and
manufacturing classifications.

Classification Current Rate  Proposed Rate
(1] Retail .39% 35%
[2] Wholesale 15% .00%
[3] Manufacturing 22% .00%

These reductions are estimated to reduce the City’s business and occupation tax
collections by $344,000 per year.
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CONCLUSION

As the preceding discussion demonstrates, it is feasible for the City of Fairmont, West
Virginia, to reduce it business and occupation taxes by $344,000 per year and impose sales
and use taxes at a rate of 1% that is expected to generate net revenue in excess of $ 909,000
per year. The net additional revenue will be used primarily for three purposes: (1) to
replace the reduction in business and occupation tax collections due to the proposed
business and occupation tax reductions; (2) to shore up the city’s pension plans, and (3) to

make necessary capital improvements,
obn 1. Rogers, 11

City Manager
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Fiscal Impact Worksheet

FISCAL IMPACT WORKSHEET FOR PROBLEM AND PROPOSED SOLUTION

Municipality: Fairmont . West Virginia

Person who prepared fiscal statement: Eieen Layman
Telephone number:  304-368-6211 ext 322

Email address: elaymen@fairmontwv.gov

Problem Number: 2  and Solution Number: 2

Category of Issue:

v | Tax Organization Administration Personnel

Type of Solution:

Y| Ordinance Act Resolution Rule Regulation

A. Fiscal Note Summary

1. Summarize in a clear and concise manner what impact this solution would have on
costs and revenues of the municipality if the proposed solution is implemented as

written.
Through the stimination of the manutacturing and wholesale classifications and reduction In the retall classification under the BA0 Tax, the Clty projects a loss of

approximately $344,000 in revenus. With the implementation of a 1% sales and usa 1ax, the City projacts naw net revenue in the
amount of $909,000. This new revenue will provide tha City with funds to address unfunded liabilities in the Clty's pension plans and
provide funding for additional priorities of the City such as the remaval of vacant and biighted properties.

2. Summarize in a clear and concise manner what impact this solution would have on
residents and/or persons doing business in the municipality if the proposed solution is

implemented as written.
Residents will pay an additional 1% sales tax on non-exempt retail and service purchases made in the corporale limits.

However, the Implementation of a sales and use lax has proven succassful in olhar municipalities with littie to no adverse impact
on the residants. Businesses will see a benefit in this proposal through the elimination and reduction of the B&0 Tax rates.
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